CITY OF COVINGTON

Small Business Program Guidelines 2013-2018

Section . General
A. Introduction

The Small Business Program is designed to help facilitate the establishment of new businesses
within the Targeted Downtown Initiative Area. The program is designed to provide financial assistance
to new businesses in the form of a rent subsidy, machinery, equipment, fixtures and furniture or
professional services intended to help businesses during the critical first year of operation. Applicants
must show that their business will create new jobs.

Start up and expanding businesses who need to relocate may qualify for the program, provided they
demonstrate strong managerial skills, have a viable business plan and a demonstrated ability to meet
guidelines.

B. Eligible Businesses

An eligible small business enterprise is a for-profit corporation, limited liability company, partnership,
proprietorship, or other business entity and must be located within the Downtown Target Area.
Boundaries of the area are defined by the map attached. Some non-profit organizations will be
considered.

Excludes: Cash checking, home businesses, day cares and businesses not allowable by zoning
requirements, such as: social services, pawn shops, etc.

Applicants must meet all of the following requirements in order to be considered eligible to receive
funding under the Small Business Program:

a) The business must be properly licensed to operate within the City of Covington, KY, Kenton
County and Commonwealth of Kentucky.

b) Assistance may be provided to businesses that will operate a street level commercial
business enterprise in a property located within the targeted area. On a case by case basis
staff may consider incentivizing spaces other than street level. The property to be occupied
by the business must be vacant 90 days prior to the occupancy. Property that is occupied
by the property owner may be considered to be vacant if it is not being utilized for
commercial activity. Any project that forces or requires relocation of an existing tenant to
allow for a new tenant will not be considered.

¢) The business to be assisted with Small Business Program funding must either be a new

commercial enterprise in the target area or a substantial expansion of an existing
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commercial enterprise. Assistance may not be provided to a business that is relocating its
operations from one commercial space to another unless there will be a significant
expansion of the business’ operations, and/or the business provides satisfactory evidence
that the business cannot continue its operations in the existing space. An existing business
must expand to occupy more than one hundred fifty percent (150%) of its current space
and have tenant improvement expenses in excess of $5,000. Verification of this threshold
must be provided in the application package.

d) Priority will be given to corners and target businesses.

e) Applicant(s) must own the building it plans to operate within or it must have an executed
multi-year lease (two year minimum).

f) Rents must not be in excess of the fair market rents for the area and quality of the space.

g) Businesses must establish, keep and contractually agree to regular, set, operating hours
that are equal to or greater than thirty (30) hours per week.

h) New businesses must employ a minimum of one (1) full-time equivalent employees whose
wages are reported to the City of Covington (and subject to the City’s payroll tax),
Commonwealth of Kentucky and federal government; a position occupied by the business
owner may count toward one of the required job positions. Jobs created must meet
program guidelines.

i) Existing business relocating to new space must create one additional full time equivalent
job within 12 months that meet program guidelines.

j)  An existing business may qualify for the Small Business Program if they have been open for
less than 120 days prior to application and meet all requirements herein.

k) Must meet all City of Covington zoning requirements.

[) All buildings located in a historic preservation overlay zone that have planned exterior
changes must be presented to the City of Covington’s Planning and Preservation Specialist,
(859) 292-2171.

m) Must meet all local and state building and health code requirements where applicable.
n) Must meet all federal and local Community Development Block Grant rules and regulations.

o) Must meet City of Covington Good Standing Ordinance. Pursuant to Commissioners’
Ordinance 0O-11-06, applicants and affiliated persons and/or entities for this program must
not have made or filed pending adverse claims against the City in the form of settlement
demands and/or lawsuits; nor shall they be delinquent in their obligations to pay loans,
fines, liens, or other obligations owed to the City.

p) Businesses must be willing to agree to participate in a business mentoring program if
applicable.

g) Businesses must demonstrate financial need for the Small Business Program and avoid
substitution of CDBG funds for non-federal financial support. This will be assessed through
the project financials required to be submitted with the application.
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The following businesses will be considered automatically ineligible for assistance under the
Commercial Rent Incentive Program:

e Businesses that employ less than one full-time equivalent employee.
e Businesses who do not report employees' wages to the City of Covington, KY.

e New businesses using a D/B/A that has been used by another business within the past
twelve (12) months within the City of Covington.

e Businesses that are not permitted by zoning code/Board of Adjustment process.

C. Eligible Costs

The following costs directly associated with the start-up, location, or expansion of an eligible small
business, are eligible uses of program funds. Businesses may apply for one category of eligible costs.
Expenses incurred prior to execution of agreement with the City are not eligible for reimbursement.

1. Rent Subsidy (Grant)

Rent Subsidy offers financial assistance in the form of reimbursement of rent payment of up to half
of the business's monthly rent or $500.00 per month (whichever is less). Eligibility for assistance is
up to twelve months, anytime within the first eighteen months of business. The maximum total
benefit per business is $6,000.00. A business will be eligible starting the second month of
operation.

2. Machinery, Equipment, Fixtures and Furniture Costs (Forgivable Loan)

Costs may include, but are not limited to reimbursement of acquisition, delivery, and installation of
machines and/or equipment and purchase of fixtures and furniture necessary to business activities.
The maximum total benefit per business is $6,000.00.

Repayment terms - Each year the business is in operation and in good standing with the City and
Small Business Program, $2,000 will be forgiven till the loan is finished. Full repayment required
should the business choose to relocate outside the City of Covington within three years of
operation.

3. Professional Services (Grant)

Services may include, but are not limited to, marketing/communications, financial, legal,
accounting, human resources, business development, and interior/exterior design. Does not
include debt refinancing. The maximum total benefit per business is $6,000.
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D. General Program Requirements
1. Award Amount
The maximum amount is up to $6,000
2. Match Requirement and Eligibility

All sources of matching funds for the project must be identified when the application is submitted
to the City and in place at the time of the award agreement.

Rent Incentive: The City of Covington will issue reimbursement to the applicant directly for %2 of
the monthly rent payment made to the Landlord upon receipt and verification that the payment
has been cleared by the bank.

Machinery, Equipment, Fixtures & Furniture Costs and Professional Services: The City of Covington
will issue reimbursement to the applicant directly for the purchase or contractual expenses for
eligible cost incurred. Businesses must be able to provide evidence of financing/equity equal to
the award amount requested from the City of Covington.

Land, building, professional services (must meet professional services parameters as an allowable
service), machinery and equipment purchases made within a 12 month period prior to the filing of
an application may be eligible as private match towards the award request.

3. Jobs Creation Requirements

This program is funded by federal CDBG funds. As a result, projects must result in the creation of
jobs in Covington.

a) One full-time equivalent job must be created within one year; however, priority will be given
to applicants who maximize the number of jobs created;

b) At least 51% of the jobs created must be held by, or made available to, low and moderate
income persons.

4, Security for Machine, Equipment, Fixtures and Furniture Expenses

a) All funds for FFE must be secured at the highest lien position available on the reimbursed
purchases of machinery, equipment, fixtures or furniture costs.
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5. Additional Requirements

a) Allapplicants must agree to all applicable federal guidelines.

b) A conflict of interest exists if an applicant is an employee, agent, consultant, officer elected
or appointed official to the City of Covington, and if the applicant:
Exercises or has exercised any functions or responsibilities with respect to funds for this

program, or participates in the decision making process related to funds for this program,
or is in a position to gain inside information with regard to program activities. If a conflict
of interest exists, the applicant may not obtain assistance under this program. If there is
any doubt of the conflict of interest, a written waiver may be obtained from the City of
Covington.

Section Il. The Application Process
A. Applications

Applicants must complete a Small Business Program Application and provide all the additional
documents detailed on the application form. The Application can be downloaded from the City of
Covington Department of Development web site at: www.makecovingtonhome.com. Copies of the
Application may also be obtained by contacting the Development Department at (859) 292-2163.

1. Application Process

All applicants MUST meet with applicable City of Covington staff in the Department of
Development in order to determine eligibility before submitting an application. Funding
requests will not be considered until all required documentation is submitted to the City of
Covington Department of Development office. Application packets must include the following
documentation:

&

Completed and signed application.

c

Copy of all business and occupational licenses.

(@)
~

Copy of the corporate documents for the applying business entity.

L 2

Copy of executed or proposed multi-year commercial lease agreement.
Landlord SSN or Tax ID

f) Business plan, including executive summary and three-year financial projections of
revenues and expenses.

g) Two (2) years of financials and corporate tax returns (for existing business only).

h) Two (2) years of personal tax returns for the business owners who own 20% or more of
the business.

i) Qualifications, experience and track records of business owners (can be demonstrated
through business owners resume).
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j) List of job(s) to be created and filled including job descriptions, pay range and weekly
schedule. For existing businesses, in addition the above requirement, provide a list of all
current positions including job descriptions, pay range and weekly schedule.

2. Approval of Funding Request

Once eligibility is verified and all required documentation has been submitted, City staff will
process the application. The application will be reviewed and evaluated based on the strength
of the financials and required business plan as referenced in the U.S. Department of Housing
and Urban Development’s CDBG Rules and Regulations Appendix A to part 570 - Guidelines
and Objectives for Evaluating Project Costs and Financial Underwriting Requirements. Staff will
notify the applicant and landlord of approval or denial in writing within 30 days or less. The
approval of the application will include terms and conditions under which funding will be
provided Proposed leases must be executed within thirty (30) days of application approval or
the grant award is terminated.

3. RentIncentive Payments

The Rent Incentive Program is only eligible to be requested when the business is open and
operational. The business owner is responsible for the first month of rent once the business is
open and operational. Once an application is approved, rent incentive payments are eligible to
be requested during the second full month a business is open for business and operational. A
maximum of twelve (12) monthly rent payments will be reimbursed to the approved applicant
within the first 18 months of a minimum 2 year lease.

4, Site Visits

City staff will conduct a site visit before payments begin in order to verify that the business is in
operation. Staff may also conduct unannounced site visits periodically in order to ensure
compliance with the terms of the grant agreement.

5. Discontinuation of Payment

The receipt of past payments is no guarantee of future payments. The City of Covington retains
the right to discontinue rent incentive payments at any time if the business ceases to comply
with program requirements or if funding becomes unavailable.

B. Review Process

Once an application package is received, an analysis will be completed by City staff and the loan
package will be reviewed by the City of Covington Loan Committee. The Loan Committee will then
make a recommendation regarding funding.

20 West Pike Street  Covington, KY 41011

phone (859) 292-2166; kmeyer@covingtonky.gov
Small Business Program Guidelines 2013-2018 Page 6 of 8 covingtonky.gov



The Loan Committee meets on a regular basis based on need.

C. Application Evaluation Criteria

The City will evaluate the strength of an application based on following criteria, dependent upon
funding availability:

Strong financial documentation

Strength of business plan

Impact on unused or underutilized property

Amount of matching investment

Projects impact on street level activity

Visibility of business

Number of jobs created

The type of product or service and the need for that product or service in the community.

N~ WN =

lll. Program Procedures

A. Program Agreement

An executed agreement between the applicant and the City is required in order for the applicant to
receive fund disbursements.

Following is a summary of the general provisions included in the agreement.

1. Conditions of Funding Commitments - The terms and conditions contained in the commitment
letter signed by the applicant and the City are included in the agreement. These will include any
additional conditions the applicant must meet before the disbursement of any funds.

2. Certification of Expenses - The recipient must sign an affidavit certifying that the expenses were
incurred and were in accordance with the agreement. Prior to final closeout of the agreement, the
business is required to submit copies of all canceled checks verifying the expenditures.

3. Non-Discrimination Requirements: The Program will be implemented in ways consistent with
the City’s commitment to non-discrimination. No person shall be excluded from participation in,
denied the benefit of, or be subject to discrimination under any program or activity funded in
whole or in part with federal funds on the basis of his or her disability, age, sex, race, color, religion,
ancestry, national origin, sexual orientation, gender identity, familial status, marital and/or parental
status or place of birth, or other arbitrary cause.

20 West Pike Street  Covington, KY 41011
phone (859) 292-2166; kmeyer@covingtonky.gov
Small Business Program Guidelines 2013-2018 Page 7 of 8 covingtonky.gov



4. Project Records - The applicant must maintain full and accurate records with respect to the
project and must ensure adequate control over the records of related parties in the project. The
City requires access to such records, as well as the ability to inspect all project work, invoices,
materials, and other relevant records at reasonable times and places. The agreement requires the
applicant to furnish, upon request of the City, all data, reports, contracts, documents, and other
information relevant to the project. The agreement specifies a periodic reporting requirement for
the applicant.

B. Terms and Disbursement of Funds

Requests for payment must be submitted to the City by using a payment request form that is
accompanied by invoices or other approved documentation verifying costs incurred by the applicant.

The City of Covington, Kentucky is an affirmative action/equal opportunity employer and encourages the
participation of minority and female business enterprises (M/WBE) and Section 3 entities

Adopted: 07/23/2013 O/R-200-13
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